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Consumption Taxes Would Reach the
Millions Who Escape Income Levies

Problem of Financial Statesmanship Is to Frame the Most Equitable
System for Effectively Utilizing the Resources of the
Country for War Purposes

By Henry B. Gardner

Professor of FEconomics in Brouwmn |

University

+HE purpose of war finance is to
T place the control of the re-
sources of the nation in the
hands of the government. Thia i5 ac-
complished through loans and taxes,
which supply the government with pur-
chasing power and enable it to direct
the labor and capital of the country
to the production of the goods and
swervices which the government needs
for carrying on the war, The effective-
ness of a given quantity of purchas-
ing, power, measured in terms of
money, depends, however, on the level
of wages and prices. If the purchas-
ing.power acquired hy the government
invdlves no, or little, curtailment of
the purchasing power in the hands of
its <citizens, the government and indi-
viduals will compete for the control
of the productive forces of the coun-
try, money wages and prices will rise,
and the power of the government to

command the resources which it needa |

will he curtailed. If the financiel sys-
tem is to do its work effectively, it
must not only supply the government
with purchasing power, but muzat cur-
tail the purchasing power left in the
hands of its citizens.

The method adonted for supplying the

government with revenue, therefore,|

becomes a matter of great importance.
Of two methods which yield equal
revenues, that is to be preferred which
invelves the greater curtailment of
private expenditure for goods and ser-
vicas which are not essential to the
maintenanco of the efficiency of the
vorking forea of the country. Upon
this consideiation resta the arpument
in ‘support of the proposition that
l'e\'_'enue should be raised by taxation
rather than by borrowing, since the
former involves a greater curtallment
of private expenditure than does the
latter. On the other hand, the burden
of ‘tates weighs more heavily than
tiie burden of loans, and care must be
taken that this burden does not be-
come #0 great as to deaden the pro-
iuctive energy of the people. This
consideration invelves a careful ex-
amination of the effeet of different
forms of taxation. sipce taxes differ in
the extent of the deadening influence
which they exercise, and demands that
the burden be so distributed that no
importent clasa of taxpayers shall feel
that they are being made to bear dis-

tinetly more than their fair share
while other classes are allowed to
cscape.

Income Taxation

Yields Most Revenue

The attitude of the taxpayers is an
important factor in determining the re-
pressive influence of the burden of tax-
ation. If the distribution iz felt to be
equitable, a far heavier burden can he
imposed without serious repressive ef-
fects than if the distribution is felt to
be inequitable. The forms of taxes

bast caleulated to yield large Tevenues |

and at the same time exercise a re-
dfrainicg influence on private expen-

diture are direct taxes on income or|

property and tgxes on consumption. In
favor of direct taxes on income or eapi-
tal it may be urged not only that they
can be made to yield a far larger reve-
nue than can consumption taxes, hut
that they permit a distribution of the
burden in accordance with ability to
bear it, and efford a means of appro-
priating for war purposes income which
the war itself has created. On the
other hand, such taxes reach a very
small percentage of the total popula-
tion. They touch only to a slight ex-
tent the great mass of WAZH earners

and farmers whose earnings as a whole |

constitute the largest share in the na-
tional {ncome, and whose eamning power
18 frequently increased by war con-
ditions; pushed beyond a certain point,
they are apt to wesken the energy of
those upon whom we depend for the or-
ganization and development of our eco-
nomic resources and to dry up the
sources of saving essential for the

maintenance and extension of capital |

equipment. They exercise a restrain-
ing influence on private expendilure,
but this influence is mot necessarily
directed to the particular commoditics
«nd gervices the consumption of which
it 18 most desirable to discourage.

While it is difficult to apportion the
turden of consumption taxes in accord-
ance with the principle of ability, they
‘urnish the cheapest and most effective
means for reaching the great masy of
the population, as well as of discourag-
ing the consumption of particular com-
maodities and services, and, :f confined
to non-essentials, cannot be regarded,
even when rates are high, as imposing
an undue burden on the classes on
which they rest. They constitute, in
fact, an indispensable element in any
system of taxation which seeks to util-
ize the resources of the country to the
full, and to create the feeling that the
burden of taxation is equitably distrib-
uted among all clagses of the popula-
tion, upon which the successful admin-
istration of sny system impoeing ex-
tremely heavy burdens must largely de-
pend.

Reliance Upon l.oans
Easiest Procedure

The framing of & revenus syBtem
which, glving the proper weiglt to
theso more or less conflicting conaid-
erations, shall prove most effective in
utilizing the resources of the country
for carrying on the war s the problem
of financial atatesmanship.

Rellance upon loans for meeting war
cxpenditures other than interest on the
loans crested meems the easicst pro-
cedure, Involving for the moment the
leart burden, and in general this is the

>

o

(tain a greater increase of revenue from
| eonsumption taxes was not due to fail-

y plan which has been followed by the
warring nations. Two eountries only,

| the TUnited Kingdom and the U
I

tion of the actual war expenditure. In
| view of the enormous expenditure en-
|tlill‘(l by the war, the results achieved
hy both countries are notable.

In the financial year 1017-'18 reyv-
enue other than from loans sufficed to
cover 34 per cent of tho tota] expendi-
tures (other than for advances to |
Allies) in the United Kingdom and 50|
| per cent in the United States; the in-|
crease in such revenue over the last|

|
|
| peace year (1914 and 1017 respectively)

l

nited | ing the present year have fully shared
States, have from the outsat under- | in whatever gseeming financial zains the
taken to obtain by taxation revenues | war hag brought, and whoe cannot be ef-
eufficient to meet not only the interest | fectively reached through income and
on the new debt, but a substantial por- | excess profits taxes,

| Luxury Taxation
|A New Feature

| Treasury nnd Congress contemplate the
I

| that the

! aufliced to meet 27 per cont of the in- |

crease in expenditure (including inter-
est on the war debt) in the United
Kingdom and 42 per cent in the United
States, or Lo provide for the inferest
on the war debt and in addition 20 per
cent of the increafe in expenditure in
| the United Kingdom and 42 per cent in
the United States.

In both countries this has been ac-
! complished mainly through the in-
crease of income taxes and the impoai-
tion of taxes on excess profits due to
the war, rather than by the increase of
revenue from consumption taxes. Be-
tween 1914 and 1018 the revenue from
such taxes in the United Kingdom in-
creased from $236,000,000 to $2,298,-
(000,000, while revenue from consump-
tion taxes increased from $375,000 to
$6R0,000, Exemption from the income
| tax has been reduced from $800 to $650

| and the rates greatly increased. Onin-

| comes of $1,000 the rates are 4145 per

| wuste might possibly lLe cxpected to
{ vield at least $50,000,000, Such a tax
| would, of course, necessitate an in-!l'
| trense of the compensating duties on |
: manufactured goods. |

| Tax on Gasolene ';
Highly Desirable

| Another important source of revenue, |
|inc1uding among those rtfew1'1'1:11&111:1!!d!F
| by the Treasury, is gasolene, psrtlcu-l
"arly gasolene used for pleasure cars.|
| A tax on gasolena uzed for this pur- !
| poee is highly degirable for its Tepres- |
give effect as well as for the revenue
Jit might yield. One or other, or,
possibly both effects, might be in-|
creased if the tax could be made pro-|
gresaive with the increasse in Lhei
| amount used. Provided dealers are!
!licensed and consumers are required
to purchase on the card system it is
believed there would be no ingur-
mountable administrative difliculty in |
| establishing such a tax, at the same|
| time making preper allowances by »vay

hands the greater portion of the na-
tional income goes, who apparently dur-

Victory Bonds i
Advanced to Par |

To Check Demand

! test that commits the blunder of;M
l"j piling up indebtedness or the blun-|
|

Strength of Canada’s Wa‘:
Loans Reflects Success of |
Stabilization Plan

|

(Special Correspondenes of The Tritiune) |[
TORONTOQ, Aug. 15.—The nellinzi
price of Canadian Victory bonds ]msi
been advanced once move. The Victoryi
Loan Committee has fixed the price at;
par, This is an advance of one-half
point. Not many months sgoe 997
was tho price at which the bonds sold.
Tihe demand gince that time has con- |

tinued so strong that the committes’

According to mewspaper reports the

wdeption of taxes similar to the Frencl

of exemption for gasolene used for com-
mercisl cars and cars used in connec-
tign with professional work,

lusury taxes, the addition of new
sources of consumption taxes and con-
siderable increases in the rates of the |
consumption ftaxes already immosed. |
Thére has, however, been no indieation |
¥ intend to nge some of these |
soiirees to the full or to make use of |

and congzumption taxes must furnish
the hulk of the revenue, there are other
forms of taxes already in use; such as

docamentary stamp duties and licenses |
d list of occupations, from '

on n seleete
which somes revenue may be derived, For
BOIe

| uther productive and legitimate sources i ehecks, used both in the Civil and the

| eent on earned and 6 per cent on un-
Emrneri incomes. They increese rapidly
| reaching the maximum, approximately
42 per cent, at incomes of about $125,-
000,

Consumption Taxes
{ To Be Increased
| Tn the budget for 1018-"19 it i3 pro-

:poso:l to increase these rates by from
! 20 per cent to 25 per cent, bringing the
i maximum rate up to abonl &2 per cent.
Taxes on war pirofits are levied at the

| rate of 80 per cent, The failure to ob-

| are to increase the rates of such taxes,
but to the fact that the rates were in
many instances hiph before the war
and to the interruption of commeree,
and consequent curtailment of con-
summption, particularly of liquors, which
constitute the most important rcourece
of zuch'taxes. In the budget for 1818-
"9 it iz proposed not only to again
| greatly increase the vates of existing
consumption taxes, but tu axtend their
range by adopting a scheme of luxury
taxes similar to those established in
France by the aet of December, 1917,
The estimated income under the new
rates (exclusive of luxury taxes) is
$703,000,000, *

In the United States the Eunropean |
| war invelves &n increase of expendi-
ture even before our own deelaration |
of war. This increase, as in the casa{
of the United Kingdom, was met mainly !
by an increase of direct tauation {in |
the furm of income taxes, taxea on the i

|

| protfits of the makers of munitions, and
taxes on  inheritances) which grew
from $60,700,000 in 1914 to $393,400,- |

000 in 1917, while consumption taxes |Letween 98 degrees and
{eustoms and internal) increased only | 1.36 on sugar

| from $600.000,000 to $650,000,000. The
| act of October 8, 1917, made substan-

| in receipts from customs duties and |
| an increase of internal taxes, consump-
tion taxes in the year ended June
1appnrently produced about $1,000,000,-
000. The main burden, howev
| agaln borne
;through the increase of income tnxes|
| and the addition of a2 general cxcess |
profits tax grew to over $2.800,000,000, |

{ Will Double Current
Year Expenditures
|

We are told that our expenditure for |
tho eurrent vear will be double that of .
the year just closed.
maintain the finanecial policy already |
eatablished we must double our taxes.
There is no doubt that large additional
revenie ean be derived from the in-
come tax and the excess profits tax. |
The rates of the latter are stiil well |
under the English rate of 80 per cv.nt‘:
While our incoeme tax rtates on the
largest incomes exceed the English

| @
1 w

by direct taxes, whicli |

IThr_- proposed rates, or would appreei-

 grees and 100 degrecs,

3 o ; | there is a deduction of
tial additions to internal consumption | sugars from Cuba,

taxes, and as a net result of g decline | hulk 47 our impor

€r, Was | lap

If we are to

rates, on the smaller incomes they are

$100,000, 182 per cent, as compared
with 37.6 per cent; on incomes of $00,-
000, 10.2 per cent, as compared with
32,7 per cent; on incomes of £20,000,
5.9 per coent, as compared with 27 per
cent; on ineomes of $10,000, 3.6 per
cent, 88 compared with 183 per cent
on earned and 225 per ecent on un-
earned incomes, and on Incomes of
$5,000, 1.4 per cent, as compared with
12.5 per cent and 17.5 per cent. 1t iy
evident that a substantial increase of
income tax revenue can be Sbtainerd
from the increage in the rates on in-
| comes helow $100,000,

| To attempt to raise from cxcess
i profite and income taxes anything like
| the whole of the increased revenue
| needed will, however, push the use of
| these sources to, if not heyond, the
|danger limit. It meems clear thit the
I'tirna: has come when in ogder to pro-
| serve a well balanced tax system which
will utilize the resourees of the ecoun-
try to the full and preserve the wenwe
of an equitable disteibution of the tax
burden, so essential to the Bmooth
working of any system, we munt plan
for a largs extension of consumption
texes which will reach the great mass
of farmers and wage earners into whope

1

[

much below the latter; on incomes of!

]
|
|
|

\

of revenue which have hitherto been |
neglected.

The zuggested rates on liguors, §6 a |
barrel of thirty-one gallons on far-
mented liquors and $6.40 a gallon on
distilled liquors, us against the present
rates of §3 g barrel and 33.20 a gallon, |
are perhaps ws high as it is wise to go

| ot present, althouph the English budget |

of 1918-'18 proposes 212 a barrel of |
thirty-six gallons on fermented liguors |
and §7.20 & gallon on distilled liguors. |

The present rate on manufactured
tobaceco is 14 cents » pound; on cigars |
from §4 per 1,000 (4-10 cent per cigar)
on cigars retailing at from 4 cents to
T cents, to $10 per 1.000 (1 ¢ent per
cigar) on cigars vetailing at over 20|
cents; on cigareties, $2.05 per 1,000,
These rates are extremely low, The!
English rate on manufactured tobacco!
is §1.95 per pound, and in the hudget
of 191B-"1Y, it is proposed to ineronse
it to $2.48. The English rates on
cigars aMd cigarettos are also levied by |
the pound and smount to $2.94 on thu;
former snd $2.88 on the latter, with |
proposed increases to £3.60 and 5-5.03,'
reepectively, It is difficult lo eatimate '

| the equivalent on a pound basis of our

rute on cigars, but it is safe to say that |
it is under rather than over &0 cents. |
On cigarettes it is about 70 cents.
There seems to he no reason why the
rate on manufactured tobaceo should
not be increased to To cents, and {he
rales on eigars and cigareties quadru-
pled instead of doubled. is gug- |
gested, according to newspaper reports,
This would mean 1.6 cents per ecigar
retailing at from 4 cents to 7 centa to
4 cents per cigar retailing at over 20
cents ‘and 16 cents per package of 20
cigarettes. Such rates would either!
bring in $100,000,000 more revenue than

a3

ably eurtail consumption, either o1’|
which results is to be desired. Such
rates on cizars would not be excessive,
judzed by our own vractice during the
Civil War. Under the act of June 20, |
1864, the lax on cigars ranged from |

| 38 to $45 per 1,000.

Sugar Rates Might
Well Be Tripled

Under the taviflf act of 1913 the base!
rate on sugar was 95-100 cent on sugsr 5
testing below 75 degrees. The rate
inereased with the fineness of the !
Sugar, the maximem Leing 1.9 cents on |
refined sugar, The-act of 1913 reduced |

| the base rate to T1-100 cent, increas-

ing to 1.384 cents on sumar testing !
49 degrees and
testing between 30 (le- |

In all cases |
20 per cent on |
which supplies the!
ts, The rate Bctua"lly!
collected on Bugar of the graded im-.
ported into the United Stutes iz sbout !
1 cent per pound. These ratea m'ighr.
well be tripled. The rate actually col-

|
1
ted would then be about 3 cents per |
pound, equivalent to & nominal rate!
(without allowanes for the Cuban do- |
duction) of approximately 4 cents pcr:
pound. The English rnte on sugar test- '
ing over 98 degrees iz 2 cents per |
round, and it iz proposed in the budget |
for 1918-"10 to increase it te 5.7 cents, |
As it would not be the intention tr:|
make the additional duty proteetive, |
an excise tax of approximately 2 conts
a pound fehould be imposed on sugur
producedfin the United States and im-
ported from .its colonial possessions. |
If, as iz prohable under existing con- |
ditions, the increase of the tax did|
not diminish the consumvtion of sugar.l
it would yield about $150.000,000 addi-

| tienal revenue,

cts of
recognized as such |
by practically all nations even in times |
of peace, are tea, cocoa and caffeo, |
Taxea of 16 ceonts, B conts and T cents
a pound on these articles, respectively, |
would apparently yield 5 revenus t;f
nearly $100,000,000. The coTrespond- |
ing English rates are 24 cents, 9 centn |
and 9 cents, E

Another product which Bugzesis it-!
self na possibly a legithmite object of
taxation is silk, It is without question
largely a luxury, is widuly used, and |
curtailment of private consumption
during the war would he desirable.
The raw material is wholly impurted.!
The domestic manufactured product |
constitutes probubly over 90 per cenLl
of the total consumed. The small |
quantity of imported mnnul’aclured:
products pays duties ranging from 45 |
to 80 per cent, but (he excess of the
domestic over the foreign prices of the |
goods chiefly produced in this country
i# conniderably less, During the first |
nine months of the curront Year raw |
tilk (mverage value $5.23 per pound) |
was imported al the rate of 36,000,000
pounds per annum, and silk praste (av-
erags value H4 cents por pound) at the
rate of B,000,000 pounds per annum.
A duty of $2 a pound on
milk and B0 centa per pound

Other entirely legritimate uhje
consumption taxes,

raw
on

L anid that,
which Congress iy said to be consider-:

|9

(over Bunday,

| the

Hpa

the
It should certainly be

been ineluded in

stamp duties.

added in the new law, and might well !
be praduated; say, 2 cents on checks

under 826, b cents on checks from $25

to 5100, 15 eentg on checks from $100

to §L,0000 and GO cents on
51,000 or over,

It would seem from what has been
in addition to tie taxes

checks of

ing, there are available taxes which
would yield $400,000.000 or more of ad-
ditional revenue, or would exercise a

repressive effect on forms of consump- |

tion which it is desirable to discour-

are, and would impose no undue burden |

upon any ciass in the community, but
would rather countribute to a

taxation, The rales of consumption

taxes would still be well below what it
has heen found praclicable to impose in |
England, which has been chosen as the |

batsis of comparison, for the reason
that it is the countyy which during the
four years of war lias been most suc-
cessful in meking {axes contribute to

actual war expendilure.

There will remain in reserve the pos- |

sibility of a general tax on salez, Thera
are strong objoctiona in principle to
such a tax, but there is no doubt that

Uit would vield a very large revenue. A

5

tax, in general about
manufacturers’ eales, the most
productive of the internal revenue
taxea during the Civil War, vielding
128,500,000 out of & total of 8311,000,~
000 in 1866, A tax of even 1 per cent
on all sales to-day might well run into
the billions.

Cotton Reaches
New High Price
On Bad Crop News

Spectacula
Contracts Above Level
of Last May

Restraining market feetors were in-
effective yesterday in the Now York
Cotton Lixzhange and priers spurted up
10 new high records for the seazon, Ia
thie briol scssion advances amounting

tu movy

per cenkt on
WaR

41

n 1 ¢ent a pound were
made and October contracis rold higher
than the maximum price reached in the
spectacular upward movement which
culminated in April, The general rize
in nctive months reached 107 to 118

I + i . ~
| points mbove Friday's closing figures, |

and in the case of near months soared
10 cents a pound higher then the low
level touclied on the break of last May.

A further gharp sealing down of erop
estimatey and the continuvation of the
drouth in the Southwest were the most
important cutside causes of the upward
swing., Moreover,
probably to eover

Liverpool buying,
the short end of

|rst1'addles, and the failure of hedge sell-

ing to develop allowed the prices to go
up witheut ehallenge.

The market opencd irregularly, at an
advance of b to 57 pointa.
Southern sclling, a2 well as realizing,
was readily absorbed and the hizhest
prices of Lthe day were attained in the
late trading. Although one of the New
Orleans map readers predicted a change
i Southwestern weather conditions
) local forecasters found
]:tl-ln_: to sustain that epinion and tho
official prediction was dry, clear
weather in Texus and partly cloudy
claewhere west of the river.

Crop compluints from Kastern belt

(seetions  attracted  mueh  attention
around the ring, as the relatively fa-
vorable outlook east of the river has
recently  eneouraged some selling i

spite of deterioration in the West,

The local market for spot cotton was
steady and 120 pointss highoer, at 35.7
for middling upland: sales nil.

The following priees were quoted on
o New York Cotton Exchange;

Yen'day's Previous Year

clogs,

th

close, AZN,

L] | B 35.70 3450 23.65
Contract;

August L .iaaaeiee 2270 31.530 2545
October . 3248 3153 24563
llecember 32,02 2095 24.40
Jununry 31.95 2082 2440
March Gt 41,80 30.74 2435

New Danish Typewriter

A Danish eorporation for the manu-
fuclure of typewriters, recently organ-
fzed at Copenhagen, has produced lis
first typewriters, and a consular report
states that the machine i3 much
simpler in conslruction than those of
American make. The factory's present
cquipment will permit an oulput of
from 100 to 150 typewriters n month.
No Anerieun typewritera are now
reaching Denmark, :

S

Leading Englial; Bmks

Recent amalgamutions, which have
received Hritish  Treasury  approval,
have made the following institutions
e leading English hanks:
doint City and Midland, with deposits
amounting to $1,460,060,000; Lloyd's,
with $1,430,761,000; London Count g
Westminater and Parr's, with £1,070,-
300,000; Barclay's, with $1,081,698,000,
and National Provineial and Union,
with $876,070,000,

While taxez on income; excezs profity

2 |
unexplained reason, the tax on |

nish wars, and regnlarly employed |
in England in time of peace, has not
documentary |

more |
cquitable distribution of the burden of |

r Rise Carries New |

| bearing,
| haustion of our resources in plant

Sealtered |

Liondon |

rate, Tt was thought that the first in-|
crease would have the effect of check-'r
ing demand for the issue, but, as in the;
case of all rising markets, investors,
| nppeared more eager for the bonds at!
the higher price, with the result that!
the committee decided to make the see-
onid increass. This became effective on
Aupust 12, This makes the Victory
Lean 1% points above the original,
price for the bonds, |

The Victory Loan Committze has also’
nnnounced that hereaftep the commit-
tea will pay 99 and interest for all of-
ferings of moderate size. This is an |
advance of *4 on the former buying|
price.

Bonds Not Listed

it will be recalled that when the Vic-
tory Loan was iaunched last fall the
Tinance Minister decided not to list the
Victory bonds on Crnadian stock ex-
changes. He feared that on account of
the eize of the flotation heavy liguida-
tion would follow, which would de-
preciate the price. The Vietory Loan
Committee was organized, with head-
quarters in Toronte, through which all
‘purchases and eales were handled. The
bond houses and stock brokers cotiper-|
atod with the committee by concentrat-
ing their efforts to find new buyers for
the Vietory bonds. Reesuse of the ex-
cellent security behind the bonds the
high yield, which ranges from 5.61 to
A.56 per cent, mccording to maturity,
and the income lax exemption privilege,
buyers were readily found. Theé result
was that the influx of buying erders
was in exeess of offerings most of the
times, The svecess of Lhe Victory Loan
demonstrates the value of the stabiliza-
tion acheme.

The success attending the last Vie-
tory Loan augors well for the impend-
ing war loan., The enmmittee which
assisted the Finance Minister lnst fall
is at work again preparing details in
the way of organization. The best
finnneinl heads in the country are be-
ing called upon to give their time in
order to make the new flotution a sue-|

COES,

Want Leans Taxed

Some financial interests in Canada
have agilanted to have the next Victory
Tioan subject to the preveiling income
taxes. There is no doubt,
that this ene, like forner leans, will
| carry the excmption privilege. A
member of the Vietory Loan Commit-
tee assured the writer that when the
next Vietory Loan is floated it will not
be listed on the stocl exchanges, butl
will be under the control of the Victory
Loan Commitiee,

howeyvar,

Allied Power
Of Endurance
Is Unlimited |

| Contined from page ten

But mny appreciable ex-

{and equipment is improbable and,
in the main, impossible.

In point, then, of their aggregate
resources in wealth as distinguished
from their financial resources the
endurance of the Entente nations
has suffered no impairment and
can gsulfer none. KEven with regard
to shipping ihis statement holds in
substantial tvuth. As a question of
industrial capacity and of possible
economies in consumption America
has the ability to earry for indefi-,
| nite ecenturies war burdens far
| greater than those that we are at
Ipresent carrying. With America as
| one among the Entente nations the
| resources of the Entente are still un-
impaired and foretell no impairment.

Under right methods, therefore,
there can arrive no time limit on
their military activities. As a prac-
tical question endurance for them is
a matter of financial endurance. Tt
iz only on the side of finanes that
| there is serious danger of serious

| blundering. But because, with
| America in the war, there is no
| America left in reserve it is espe-

cially imperative that we do not
waste our endurance in unjust bur-|
dens or in cheap and improvident!
| finance. l

| Russia's Experience
| Should Be a Warning

Russia should afford an example |
extreme, no doubt, but mest il-|
luminating—of the dangers of
financing war by methods of cur-|
rency inflation. Thers was—thers |
| still is—no diffieulty with Russia’s |

| resources, her margin of available

|5urnluﬂ product to maintain war— |
| though she probably attempted to|
| make her armies over-large for her
powers of maintenance. But once|
her money way discredited, her me-
dium of exchanges and of payment,
all her resources became unavail-
able—and they remain so. For her

deemed it advisable to increase the|

" the head of the Gulf of Baleniki, from
| the city of Balonica, may be of great

1
to have borrowed through bonds:
marketed by bank inflations, had|
this been possible in Russia, would
have somewhat extended her period|
of endurance. But the limits are
none the less inexorable. No finan-
cial pelicy can meet the endurance

der of pyramiding prices, or com-
mits both blunders at once in the

| guise of bonds floated through bank
| inflations. |

Nor, in fact, is there any borrow-
ing methed that promises the ut.
most possible civil contribution to
the burdens of war. Patriotic lend-|

. . s ¥ 1 !
ing or low-interest lending or an¥|und inscrutability thut in the popuiar ; yyry

lending at a rate of interest, no
matter how high, that still leaves
the option not to lend must fall|
short of transferring to the govern-
ment all that the citizen can get
along without.

The sole merit of inflation hor-|
rowing, whether through banks or:
Ly paper money, is that no one in|
particular that can refuse is dis- |
posed to refuse. In this aspect
borrowihg works like taxes. But in-|
evitably—if it gets the supplies—it
carries the same wolume of burden
with it, and it piles up the bonds,
and it inflates the pricez—to the

| extent that the banks come in, and |

so make it pogsible to float the'
bonds, and it distributes the bur-
dens unfairly both between men of
the existing peneration and between
men of coming generations, and if
it is persisted in it makes collapse
inevitable at some more or less re-
mote limit of credit possibility,
More than thiz—and perhaps
worse—it obscures the inexorable:
limits that are set to the total of
burden that may be ecarried. Therei
i, to be sure, no end to the num-|
ber of dollars that it may be pos-
sible to borrow by inflation methods,
excepling the possible point at
which no one will consent to accept
them. But there is always a limit
to the labor and the supplies that
can be diverted to war purposes. |
Infiation horrvowing has the vies|
of seeming to remove this limit—to
invite the assumption of impossible
burdeng-—ten million soldiers, for
example—and thus contains the
menace of economic disaster,

Somewhere Is a
Breaking Point

But, even so, it portends not the,
exhaustion of the resources of the
sociely in point of wealth, but only
the exhaustion of credit or the in-
adequacy of the current income to
the undertakings assumed. It is in
this aspect that the issues of war
endurance rest with wise and provi-
dent war finance. Bonds marketed
through methods of price inflation
pile up with enormous rapidity, and
must somewhere reach their limit
in the breaking down of the cur-
reney system that they have abused.

That there is no immediate men-
ace of this leaves it still true that,
in a war where endurance may de-
cide the vietory and in which Amer-
ica must furnish the endurance,
our present ways of war {inance are
ways of plain improvidence. It is
for us—as it was for Russia—to
rely on production and self-denial,
&nd not on eredit jugglery to Sup-
port the war. Our sole danger is
one of financial blundering; for
such is the nature of our national
endurance that it has no limits but
those of folly,

-

Farm Leans Tot“al

Over $117,000,000

Up to August Federal Govern- |
ment Had Aided 51,000

Agriculturists

WASHINGTON, Aug, 17.—Aore than
51,000 farmers have ohtained loans
averaging $2,200 each through the Fed- |
¢ral farm loan system during its fif-
teen months of operation, and the ag-
gregate of these loans actually clozed
up to August was $117,240,000. It was
shown to-day by a Federal Farm Loan
Beerd announeement that in July 3,683
Tarmers secured loans totalling $7.853,-
H0a,

Only a little more than half of the
loans sought have actually been elosed.
Since the insuguration of the Federal
system 93,628 ﬁlpplivstiuns for $242,724 -
000 loans have been received, and 83,282
for a tutal of $173,650,000 have been ap-
proved. Spokane, S5t. Paul, Omaha and
Wichita Tederal land banks did the
most business, By districts the total
number of farmers negotiating loans
and the totals to August 1 were veport-
o as follows:

Loans.  Amounts.
R[0T 81T e — . 7,761 §18,206.000
5t Paal . .ovvuie... 7,583 16.884,000
Omala e esveane, S.300 13,922,000
Wichita: ........... 6499 12,911,000
Houston ..... cesas 120 10,583,000
New Orleans ...... 6,751 8,350,000
st Liouis oL, i, 117 7,810,000
Lonisville ..o 3,052 7.386,000
Berkeley ..... T 2,375 T.182,000
Columbia, 8. C..... 2833 5,318,000
Springfield, Mass.., 1,613 4,391,000
Baltimore ........ . 1,756 ,299,000"

Coal Deposits in Greece
The discovery of large deposits ufi
lignite coal of superior quality a few
miles north of Ekaterina and necross

|
|
|
|
|
1l
f

value in the industrial development of |
Greeece. That country has had to im- |
port fuel for manufacturing purposcs, |
ez lignite mined on the islund of |
Euboca was of inferior quelity, As tu|
the new deposits, engineers have traced
56 far a mags approximating 700,000
tong in n small area of the coal terri-
tory. Three veins, each varying from
twelve to eighteon inches in thickness,
have bean uncoverad.

s e —

Denmark Resorts to Peat .

Denmark has beep long dependent |
upon importation of coal and oil for
fuel supply, but since the war has
reaorted to peat beds, its only natural
supply. As peat hans been found of
velue both for industrial use and
household hentinﬁ. its use na fuel will
probably bs continued after the war.

i changes for the benefit of folk who

| thern are many prices

Educational Value to the
Cotton Exchange Inquisition

Ry

embers of New York Institution Revez: Causes for I,
parity Between Prices of Spot and Futures for

Benefit of Public and Growers

The investigation of the New York
Cotton Exchange last week marked a
step toward reelism. It helped to de-
stroy much of the mystic atmosphere

mind are aszocisted with the marketing
in the Southern staple. At least, it did
s0 potentislly, for the record of the
hearing will in time be published =0
that all who read may know. The in-
quiry led to a restatement of the pur-
poses of the mysterious future ex-

cannot see any more in cotton than
something with which to stuff mat-
tresses and s|make cloth—and particu-
larly for the benefit of the cotton
growers.

For the first time in a decade, the
members of the exchange were called
upon to reveal the inner secrets of
their bsuiness operations and to let
the uninitiated know what the cotton
exchange was all about. When the
enhouncement was first made, in May,
that government Agents at the request
of a Southern Senator —and many other
persons—were going to hold hearings
at the Stock Exchange to learn why!
prices were behaving in the way they |
then were, the local brokera perhapa did .
not receive the news with unmingled |
emotions. But when sll was said and |
done on Wednesday night of last week,
and Charles J, Brand, chief of the Bu-
rean.of Markets of the Department of
Agriculture, and his assistants had
queried them on practically all of their
wealth-geiting activities, the brokers
agreed that the investigation would be
beneficial to the cotton trade in gen-
eral ‘and the exechange in particulsr. |
The inquiry resulfed in the accumula- |
tion of knowledge, and, though a little |

! knowledge may be a dangerous thing,

volumes of it, such as were recorded
in two busy days, may help to make
even Southern cotton producers and
Northern cotton brokers more compat-
ible and to find & madus vivendi. !

Educational Value
To the Inquiry

Journalistie cotton experts and oT.heri
reporters who wrote daily eecounts of |
the hearings laid emphasis on the |
technical cavses of the disparity be-;
tween the prices of spot cotton and
the prices of futures on cotton ex-
changes, but lost sight of the great
educational significance of the in-
quiry.

Think what it would be worth fer
that part of voung America that has
nspirations toward success in the
world of cotton to have at its service
for two full days a score or more of
the best infoermed cotton men in the
country! Think of what would
mean to the wouthful and ambitious
to be able to ask these penerals of the
eotton trade any questions whatso- |
ever pertaining to cotton, foolish or
otherwise, which happenad to come in-
to their minds! Such & concentrated
method would have the traditional
plan of starting at the bottom =3 an
assistant office boy and learning thej
gome yard by ysrd beat a thousand
ways. The L ostigators of the|
Bureau of Market. iad their opportun-
ity, and the results of their'gueries
will soon be gvailable for ell who de-
sive to nrefit by them.

Tie meaning of spn'.'s, future, mid-
diing uplands, even rhaning middling, |
tha ecotton clearing hewse, the fech-
nigue of market movem#énts, the reason
why votton exchanges secm to he ex-
clusive, the cost and qualifications for |
membership—these and one thousand
other things that the amateur who is
interested in cotton would like to
know were exhaustively covered at the
hearings whose purpose, &8s an-
nounced at the beginning by Mr.
Brand, was to develop a fabrie of
fact,

Now, of course, those famiilar with |
the politics and sociology of cotton |
know full well that the Scerctary of
Agriculture did not order the investi-
gation of future exchanges primaMily
Lo facilitate the upward march of the |
type of yvouth who lopes te do for)
cotton what John I Rockefeller did |
for oil. Murmurs that developed in- |
to impaseioned protests on the part |
of Southern growers and editors led;
to the hesrings. When the break|
in ecotton prices followed the gpectacu- |
lar upward movement emotional dev-
otees of the cotton industry below the
Mason and Dixon line expressed their
¢onviction that gambling in the New
York Cotton Exchange iwas arbltmrily:
depriving the colton growers of sght-
ful profite. Though less intensive and |
of a smaller volume, a wail arose |
among a few New England millers to

it

I

| depressing that of futures.

the effect that the cotton specniptee
were keeping prices too high.

|
[ What Cotton Growers
sh to Know

Specifically, the cotton growers want.
ed to know why there was a ditparity
between the cottonl prices determingg
in the Southern spot markets and the
price for cuntracts determined in the
future exchanges. They wanted to
know why futures were selling mops
than b cents a pound cheaper than spot
cotton, and they wanted to kngy
mighty badly.

Besides endeavomdig to show the part
they played in tlhe general economic
system, the members of tha local g
change tried to give a specific diagsn.
sis of the cause of the disparity. Theiy
explanation was:

(1) In spot cotton only even running

! middling ean be delivered nnless other.
| wise specified (even running middling

is good white cottonj. But that in sat.
isfaction of future contracts twenty.

lone grades of cotton, come better pnd

some woree than even running mid.

dling, are deliverzsble. And that the
zovernment, which now dominates the
cotton market, disconraged, if {t ’did
not actually forbid, the use of the rela-
tively low grade eotton, for which the
normal export demand has been Lilled
s a result of the war, in the execution
of its orders, As a result, it was said
low grade cotton sold et a discount ay

| compared with the better grade, And,

zinee the lewer grades were deliverabls

in future contracts, but not in spots,

fulure econtracts sold at a lower price,

12) Liverpool intercets had  heen
heavy purchasers of spot cotton and
heavy sellers of fuiures, thus appre-
ciating the market value of spots and
Thes did
this, it was said, to hedge against the
possibility «f being unable to have the
tolton which they bought at
chipped Lo them hecause of the lack of
tonnage.

Though these two were sajd to be the
main cruses of the disparity, many
other faciers were enumerated, bst
lhey are highly technieal and are of
legzer importance.

£poh

Plan for Removing
The Disparity

Members of the exchanpge, & Houth-
ern thipper and & Northern spinner
who were present outlined a pro-
gramme for removing this disperitr,
which al the present moment is relu-
tively =light, because the spproaching
crop, with its large supply of good cot-
ton, haa tended to remove Lhepremium,
for the time ez == =ast, on the bet.
ter grades.

The brokers suggested that the situ.
ation be remedied not by destroying
the New York market, which they said
served as a hedge for the spinners and
shippers againgt future price changes,
but by building it up. Tley advised
that the cotton trade could he stabfis

ized if transportation facilitiez for
shipping cotton to New York were im-
proved and storage warehousscs hers
extended and provisions for rebilling

made. The result of these alterations
they =said, would be to make New York
a spot market of greater importance,
which srould have & large reserve sup-
ply of cotton, which would enable thia
¢ity to serve American spinners in tha
same manner that Liverpool had served
Ernglish epinners,

The Bureau of Market {nvestigators
accepted the suggestions in excellent
spirit, and the whole manner in which

| they conducted the hearings was in-

telligont and commendable. They treat-
ed the members of the exchange with
every courtesy and consideration, and
st the seme time neglected to nk_ no
guestion, no matter how embarrassing,
which they belleved essential for the
solution of the present war-time
tangles in the cotton industry in the
interest of the general public, whom
they havé been chosen to serve.

They have now heard the Northem
atde of the story, both from the brok-
ery aud the spinners. Next they pro-
ceed Bouth, where cotton cen be seet
in three dimensions. They are likely
to hear some harsh words against _the
brokers whom they queried in New
York, but if they give their M‘:
sources of information Yla privilege e*
consulting “the fabric of fact” which
already has been epun therc may -
sult in clearer thinking sbout the co»

| ton industry all around, particularly it

the record of the hearings in the South
in turn become available to the North-
ern interests in the same war.

—

Cotton Mills Ready
For More Business

‘But Jobbers and Retailers Still |

Disposed to Await i
Price Fixing

Additional differentials named on
cotton geods and the naming of cot-
ton yarn prices by the Price Fixing
Bosrd were tho chief features of the
development of price fixing plans in
the colton goods {rade lost week.
Trading is becoming steadier and milla
are now beginning to accept more busi-
ness for fulure delivery, The jobbers
and retailers are still holding off, as

yet to be
changed to harmonize with the valuss
ret upon merchandise as it leaves the
milla. The new nrices now confirmed
do not give promise of a very drastic
reductién, but they insure a stabiliza-
tion of values and are high enough to
encourage full production on the part
of the milla.

There hus been a distinet increase in
the inquiry from exporters. It is diffi-

! increased materially owing to the de-

mand from home markets and the 10°
creasing demand for cloths for War
purposes. Deliveries on old ardel‘i
continue ametive in home markets, bu
there is a noticeable change in the
character of the demand, buyers beinf
disposed to purchase for q.ciu{ll e
quirements and not in anticipation ¢
further advances, Mills are unable it
maintain a capacity output, due .
Iabor shortage. All :ii\'inlcllt{l paymen

indicate great past prosperity,

Prices quoteg are as follows: ?ﬂ:;
cloths, 28-inch, 64x64, 12%c; B4X0%
11%¢c; 88%-inch, 64x54, 16%c; browh
sheetings, Southern standards, »2;’&
tickings, B oz, 42'%c: denims, =="4
Southern indigo, 87%e; staple Sii"‘_
hams, 2le; prints, 22¢; dress EiOF
hams, 228 and 24c.

Adapted to Beet

Austria is giving more attention to
the production of beet SURST, owing
to the world-wide searcity of that cor
modity, and the recent succesd of the
plant at Maffra, which is the only osf

tad:
in the country, may lead to the e
Huhm‘:mr. of another at “nmn:lf‘:;
This place is in the western par
Vietorin, and said to be in & reglo?

‘Growing

cult to mea how foreign trade can be

where the land is especially ldl!hél'
to raising the sugar beet.




